Microfinance programme has been generally regarded as a development strategy that can enhance the economic performance of the poor. The government of Nigeria has made concerted efforts to alleviate poverty in the country. One of such efforts is Poverty alleviation through Microfinance loan but poverty still remains pervasive and widespread in the country especially in the rural communities. This study examines the role of microfinance vis-à-vis poverty reduction particularly in the South-West Zone of Nigeria. Data were collected through survey questionnaire in the study area. Descriptive Statistics together with Binary Logit Regression Model were employed to analyse the data collected. The result of the analyses revealed that microfinance loan made significant impact on the loan beneficiaries in the study area which lead to poverty reduction. The government is advised to provide more enabling environment to make Microfinance operations more effective in the country particularly in the rural areas. Microfinance Institutions are implored to create more awareness on their operations and make less stringent conditions for the loan accessibility.
Introduction
In the past two decades, microfinance programmes have been considered by the development economists as one of the foremost strategies for poverty reduction. Although some researchers argue that Microfinance has not really succeeded in its role as grassroots economic developer in the sense that it has not been effective in reaching the poorest (Hulme & Mosley, 1977) . But others opine that the programme is capable of bringing the poor into the lime light if properly implemented. This debate creates the gap for independent researchers to further examine the impact of Microfinance on poverty alleviation as donors and practitioners may be biased in their assessment. It is therefore believed that this study will contribute to literature and further make clarification on this debate by examining the impact of microcredit on poverty alleviation using Nigeria, the most populous black nation in the world as a case study.
Poverty contributes to underdevelopment and its reduction leads to economic development. To be poor connotes deprivation from the basic necessities of life. In fact, poverty engenders inability to afford the minimum basic essentials like food, children education, good housing, healthcare and good clothing to mention few (Todaro & Smith, 2011, p. 2) . Suffice to say that the poor are being denied their share of the nation's resources and other necessities that are generally available in the society for their comfort.
Poverty is a worldwide socio-economic problem. Hence, its awareness is much more favored at the international level of finance and governance. For example, the World Bank, United Nations (UN) and International Monetary Fund (IMF) have developed various programmes and projects that would improve the life of the poor, ensure health improvement and sustainable growth and development (Ssewamala, Sperber, Zimmerman, & Karimli, 2010) . poverty and hunger constitute the basic root of all other problem issues focused on MDGs (Kalirajan & Singh, 2009) . Ironically, in Sub-Saharan Africa which is considered as the World's poorest region, the concept of poverty is relatively understudied and has attracted less attention in academic literature (Ssewamala, Sperber, Zimmerman, & Karimli, 2010) . To this effect, little efforts have been made to critically analyse the impact of microfinance programmes on poverty reduction, particularly in Sub-Saharan Africa. This paper examines the contributions of microfinance towards the poverty reduction. It has been argued that the impoverished poor exist because of lack of access to finance which can engender their capability to develop their entrepreneurship skill and establish their enterprises. Developing finance that will be accessible to the poor would enhance their productivity and capability to procure assets and necessary facilities that can encourage productive investment. This will therefore reduce poverty as it is clear that the poor does not lack initiative but only constrained by finance.
It has also been asserted that the major constraint of the poor is lack of adequate capital from financial institutions because of high risk of inadequate collateral. This constraint hampers growth, increases the poverty level and leads to slow economic development. Provision of microcredit to the poor will therefore improve the financial capital that will increase their productivity, reduce unemployment, enhance income and savings; and eventually reduce poverty and inequality.
During the past three decades in Nigeria, efforts have been made by the Government, Non-Governmental Organisations and International Organisations to reduce poverty. To this end, the Nigerian government established several programmes to alleviate poverty. In 1972, the National Accelerated Food Production Programme was inaugurated to boost the food production through an on lending fund from the Nigeria Agricultural and Cooperative Bank. In 1976, Operation Feed the Nation was established to provide extension services to farmers in the rural areas. While The Green revolution programme of 1979 was to put an end to food importation and encourage the production of more crops and fiber. Microfinance has been used on several occasions to reduce poverty, in rural areas in particular which are believed to harbour the poorest people in the world. It is an important aid that can improve the economic performance of the poor. The poor people need microfinance to improve their entrepreneurial skill and socio economic needs. But despite these efforts, the level of unemployment continued to rise, while poverty conditions remain unabated in the country.
In Nigeria, the proportion of the people living in poverty has increased tremendously. For instance in 1980, the magnitude of Nigerians living below the poverty line increased from 17.1m (27.2% of 65m total population) to 34.7m in 1985 (46. 3 % of the total population of 75m). The people living in poverty in 1992 were 39.2m (42.7% of the total population of 91.5m). This figure increased to 67.1m in 1996 (65.6% of the total population of 102.3m). In 2004, the people in poverty were 68.7m (54.4% of the total population of 126.3m), the proportion of people living below property line rose sharply in 2010 to 112.47m (69% of the estimated population of 163m) (National Bureau of Statistics, 2012).
It is against the backdrop of the above enumerated problems that this study is set to evaluate the contribution of microfinance to poverty alleviation in the study area and by extension in the entire Nigeria country. This study is also aimed at determining the impact of the microfinance loan on the beneficiaries against non-beneficiaries. It is also expected that this study will fill gap in literature as little efforts have been advanced to study the effect of microfinance loan on poverty alleviation as it affects the rural poor particularly in the study area. The justifications of this study therefore are to contribute to literature and proffer necessary policy implications for the Government, Microfinance Operators and other stakeholders. This is expected to contribute to the reduction of poverty and enhance economic development.
The rest of this study is divided into five sections. Following the introduction, section 2 reviews the past literature on the subject matter. Methodology of the study is discussed in section 3 while the results of the analysis are discussed in section 4. The conclusion of the study is treated in Section 5 and policy recommendations are also enumerated.
Review of Past Literature
The concept of poverty reduction has attracted the attention of some scholars. Empirical studies have identified some variables like inflation, age, household size, health problem, lack of savings and inadequate assets as the major causes of poverty (Chaudhry, 2009; Roslan & Abd Karim, 2009; Taylor & Xiaoyun, 2012; Yusuf, Shirazi, & MatGhani, 2013) .
Microfinance has its antecedent in Bangladesh with the commencement of Grameen Bank project in 1974. Grameen Bank, usually referred to as Rural Bank was started by Muhammad Yunus, a Professor of the University of Chittagong (Bangladesh) in 1976. The bank mainly targeted rural women for its credit programmes. It introduced group lending strategy called social security to make credit available to the poor, usually denied by traditional banks due to the lack of physical collateral. Group lending operates through the principle of joint liability whereby the members of the group monitor the loan disbursement and payment. Default of a member implicates other members and the later pay from the joint resources to avoid future denial of loan to other members. This system especially aims to empower women and give them the opportunity to participate in household decisions. With the latter's success, several developed and developing countries adopted the concept of micro financing. For instance, on September 17 1987, Amanah Ikhtiar Malaysia (AIM) was inaugurated with the main aim of reducing poverty and increasing income of Bumiputera and Malays in particular, through microcredit called Ikhtiar financing scheme for poor households in rural areas.
It is also on record that the Microcredit Summit launched in 1997 the global campaign to expand the coverage of microfinance to 100 million of the world's poorest micro entrepreneurs by 2005. Hence, the United Nations declared year 2005 as the International Year of Microcredit (El-Komi, 2010).
The concept of Microfinance is based on economic development strategy that aims at poverty reduction by providing financial services to the poor, low income earners households and micro-entrepreneurs that are deprived of getting the same services from the formal financial market. These services include savings, credit, insurance and other development services like health, education, human empowerment, skills, training and environmental protection. Microfinance can also be described as the process of advancing small loans to the poor with the aim of financing cottage and small scale businesses that would provide adequate income to take care of the recipients' responsibilities. Microfinance Institutions which were originally designed to assist the poor households and advance credits to entrepreneurs also provide services like savings, rural credit, Agricultural credit, consumer credit and other financial services (Duku, 2002) . Microfinance also connotes the procedure of making available very small range of financial services to the poor with the purpose of making them take up new opportunities and participate in productive activities. It is a development tool that makes possible the rendering of services like money transfers, savings opportunities, and credit and insurance services. Microfinance entails both financial and social intermediation. It is therefore an economic phenomenon that enhances the potentials of low income group.
Microcredit is a subset of microfinance. It finances microenterprises and poorest people that cannot afford to pledge collateral security to obtain loan from conventional banks. Therefore microcredit assists the poor to increase their standard of living and their family welfare through short term credit facility that can generate revenue activity.
Studies have revealed that countries with well-organized and efficient financial intermediaries recover faster from poverty and inequality than their counterpart with moribund financial development and uncoordinated microfinance services (Kalirajan & Smith, 2009; Yang et al., 2011) . Microfinance involves the rendering of financial services to the poor and low income earners together with their micro businesses. It is widely acclaimed that Microfinance can serve as an effective tool to solve poverty problem worldwide. It is an essential aid for increase in productivity of the poor and essential ingredient for economic development (Comim, 2007; Dowla & Barna, 2006; Wright, 2000; Islam, 2007) cited in (El-Komi, 2010) . However, Microfinance enhances standard of living if properly managed (Bashir et al., 2010; Muller & Bibi, 2010) .
The operation of Microfinance can only thrive if the repayment schedule is met promptly by the customers. Empirical studies have shown that loan repayment is determined by the quality of the beneficiaries and other factors like education, distance of the lender to the customer's business, amount of loan, duration of the loan, gender and sanction threat to the borrowers (Roslan & Abd Karim, 2009; Smith, 2010; Tang & Bhatt, 2002) .
Studies have affirmed that the development of financial sector will go a long way to contribute to economic growth and development. Suffice to say that the development of viral and efficient financial instrument like www.ccsenet.org/ass Asian Social Science Vol. 11, No. 21; 2015 microfinance to fund micro and small enterprises will generate more employment, improve the standard of living, health, education, savings and serve as a formidable measure to reduce poverty (Green, Kirkpatrick, & Murinde, 2006) . Also, in his study of the impact of microfinance on rural Area in Pakistan, Asghar (2012) affirms that Microfinance can serve as a strong tool to increase the income of the poor and education of his household. He concludes that income generated from the credit of microfinance will reduce poverty and increase both economic and social well beings.
Having identified Microfinance Institutions and programmes as the necessary development strategies to alleviate poverty and assist the growth of micro and small enterprises; the financial institutions, the donor agencies, the Non-government organizations and policy makers have shown considerable interests to know the impact assessments of these institutions in order to justify whether the funds are well spent or not. This background has made it expedient for the authors of this study to probe into the issues of impact assessment of microfinance with a view to contributing to the hitherto partial treatment of the subject matter in the literature.
Methodology
Data used for this study were the primary data collected between July and September, 2014 from the study area: South-West Nigeria. South-West Nigeria is one of the six geo-political zones of Nigeria. This study used cross-sectional data collected through the structured questionnaire. Purposive survey was used to select three out of six states from the Geographical zone namely Ogun, Oyo and Osun states. 1,145 Questionnaires were distributed to the respondents out of which 1,136 were collected from the sampled respondents. 1,134 were effectively used for the analyses; comprising 594 loan beneficiaries and 540 non-beneficiaries. The loan beneficiaries are those individuals who obtained microfinance loan in at least previous three years. Non-Beneficiaries are those who have similar characteristics with the latter and applied for microfinance loan in the previous three years but could not obtain approval for the loan. Being an individual beneficiary of microfinance loan is regarded as a derived one from the household perspective. In essence, if one or more members of a household obtain microfinance loan, the entire household is classified as beneficiary (Ashraf & Ibrahim, 2014) .
Data collected included the demographic characteristics of the respondents, business and owner's profile, consumption expenditure, loan procurement procedure, assets and business management among others. In addition, operators of Microfinance Institutions in the study area were also interviewed on their mode of operations, problems faced on the clientele and the assistance required from the Government.
Empirical Results
Demographics and socio-economic characteristics of the rural poor collected from the study area through the surveyed questionnaire are depicted in Table 1 . From the total sample size of 1,134 household heads, 594 (52.4%) are microfinance loan beneficiaries and the remaining 540 (47.6%) are non-beneficiaries. In terms of gender, the sample comprises 53% males and 47% females. About 51% of microfinance loan beneficiaries are males while almost 49% are females; whereas about 56% of non-beneficiaries are males with around 44% females. This shows that both loan beneficiaries and non-beneficiaries have similar gender characteristics.
With respect to Education level, the sampled respondents are grouped into five categories. This consists of those with no formal education, those with primary education, those who attended High School, Graduates of National Diploma and those who are degree holders. As depicted in Table 1 , majority of the respondents have obtained education in one form or the other; about 14% of the total respondents reported no formal education. The proportion of no formal education for the microfinance loan beneficiaries is 12.5%, lower than that for the non-beneficiaries (15.4%). About 87.5% of the microfinance loan beneficiaries and 84.6% of non-beneficiaries have acquired primary education or more (including High School, National Diploma and Higher Diploma/University degree). Moreover, the proportion of microfinance loan beneficiaries with post High School education (Diploma and Degree) is higher than that of non-beneficiaries (38.7% against 30.9%).
www.ccsenet.org/ass Asian Social Science Vol. 11, No. 21; 2015 With regards to age, the respondents have age range of between 20 and above 60 years old. The overall mean age for the sample is around 39 years. This shows that most of the respondents are still active and young enough to exhibit their entrepreneurship. When grouped into different age categories, the vast majority of both microfinance loan beneficiaries and non-beneficiaries fall into similar age bracket of 31-40 years old (46.7% and 49.5% respectively).
The field survey revealed that a large proportion of the respondents are married (75.6% of microfinance loan beneficiaries and 80.2% of non-beneficiaries). This shows that most of the sampled respondents are responsible to their families and have the tendency to cater for them.
The distribution of the respondents to religion categories is similar for both Islam and Christianity. Only 2.4% of microfinance loan beneficiaries have Traditional belief while that of non-beneficiaries is 7.6%.
The skill/Experience in business entrepreneurship is grouped into four categories. The vast majority of the respondents have acquired less than 10 years business experience. While the proportion of the microfinance loan beneficiaries that belong to this category is almost 80% that of non-beneficiaries is 68%.
As shown in Table 1 , monthly income for the household head is grouped into five levels. The monthly income for most of the microfinance loan beneficiaries reported is above 30,000 Nigerian Naira (28.3%) while that of the non-beneficiaries group respondents is between 21,000 -30,000 Nigerian Naira. Also the household head monthly expenditure of microfinance loan beneficiary group respondents is mainly less than 5,000 Nigerian Naira (41.1%); most of the household heads' monthly expenditure in the non-beneficiary respondents group falls between 5,000-10,000 Nigerian Naira (33.2%).
The proportion of the household size is similar in the sampled survey. About 44% of microfinance loan beneficiaries have 2-4 persons as members of the household while almost 68% of non-beneficiaries have 2-4 persons as members of their households. The survey also revealed that mostly less than 2 persons work and earn income (49.1%) in the microfinance loan beneficiary respondents group; while from 2-4 members of the non-beneficiary respondents group mostly work and earn income (64.9%). Source: Field Survey Data (2014) www.ccsenet.org/ass Asian Social Science Vol. 11, No. 21; 2015 Model Specification: The main hypothesis for the study is that microfinance loan contributes to poverty alleviation in the study area.
In order to evaluate the variables that determine Poverty Alleviation together with microfinance loan in the study area, the Binary logistic regression model was explored. Following Gujarati and Porter (2009:555) in the estimation of Logit model, we find the natural log of the equation as follows:
ln This implies that L, the log of the odds ratio, is linear in both X and the parameters.
It should also be noted that as P varies from 0 to 1, Z goes from -∞ to + ∞.
In the same vein, model for this study can be specified as follows:
f(X 1 , X 2 , X 3 , X 4 , X 5 , X 6 , X 7 , X 8 )
where, P i is a binary Dependent variable. P i =1; if the person is not poor and P i =0; if the person is poor. The World Bank's Poverty line Index set at $1.25 per day was used as a benchmark to measure the level of poverty. That is, those whose income per day is below the Index were regarded as poor and those people that earn $1.25 and above per day were categorized as non-poor. Table 2 shows the empirical results of microfinance loan and Poverty Alleviation model through the estimated logistic regression analysis. The results identify the explanatory variables determining the Poverty Alleviation with microfinance loan as a focus variable. In the overall results, the logistic model correctly classified almost 80 percent of the sample cases as the percentage accuracy in classification (PAC); and six out of the eight explanatory variables are found to be statistically significant. It is therefore safe to conclude that the explanatory power of the logit regression model can be satisfactorily used to explain the likelihood of evaluating the role of microfinance loan in alleviating poverty in the study area. The full model comprising all the independent variables (predictors) was statistically significant; the chi 2 is 558.9 with 8 degrees of freedom.
The model, which has Poverty Alleviation as its dependent variable aims at predicting the variables that determine the reduction of poverty with microfinance as a variable of interest in South-West Nigeria. To this end, specific characteristic variables of the respondents like Male, Age, Marital, education level and household size were included in the explanatory variables. This goes in line with some previous literature on the subject matter that included such social demographic variables to explain the dependent variable (for example, Arun et al., 2006; Ifelunini & Wosowei, 2012; Joseph & Imhanlahimi, 2011) .
In Table 2 , results of the model predicts that only six of the independent variables (microfinance loan, Male, Living Standard, Health Standard, Marital and household size) are statistically significant and made reliable contributions to predict the poverty alleviation level. The remaining two (Age and Education) did not make significant contribution to the model; hence, they were not reported in the model. The model predicts that being a microfinance beneficiary may likely reduce the odd ratio of poverty alleviation by 45 percent other factors remain the same. This can be explained in the situation of new beneficiaries who are still facing teething problems in operating their enterprises. It is therefore expedient for Microfinance operators to establish enough training on entrepreneurship for beneficiaries of their loan. The odds ratio increases the likely reduction in 
Conclusion
With the enumeration of the important role of microfinance in poverty reduction, the study projected into the factors that evaluate poverty alleviation of the poor in the South-West Nigeria. Eight explanatory variables were explored in the model and Binary Logistic regression Model was used to analyse the model. Six of the explanatory variables (microfinance loan, Male, Living Standard, Health Standard, Marital and household size were found to be statistically significant in determining the Poverty Alleviation of the microfinance loan beneficiaries in Nigeria.
In the final analysis, it is postulated that in order to enable microfinance to achieve the objective of poverty reduction, the Government must create an enabling environment and establish regulatory laws that will guide the efficiency of Microfinance Institutions (MFIs). Concerted efforts should be made towards the provision of supportive services like education and training on entrepreneurship, increase in health facilities and provision of other social services for unemployed, poor and those who are vulnerable to poverty. It is also important for the MFIs to create public enlightenment programmes that would spread their role as development agents for poverty reduction and encourage the poor people who are supposed to be their target audience.
